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TAGS: ENRG, PEPR, SA 

SUBJ: OPEC MEETING: SAUDI POSITION 

1 . IN INTERVIEW PRESUMABLY TIMED TO COINCIDE WITH 
MAY 6 OPENING OP OPEC CONSULTATIVE CONFERENCE IN 
TAIF, CROWN PRINCE PAHD STRONGLY DEFENDED CONTINUED 
USE OP THE DOLLAR TO DENOMINATE OIL PRICES. INTERVIEW 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassifled/Released US Department of State EO Systematic Review 20 Mar 2014 


WITH FAHD, WHICH WAS GIVEN TO LEBANESE PAPER ALBAYRAQ, 

WAS QUOTED WIDELY IN SAUDI PRESS AS EOLLOWS: 

2. BEGIN QUOTE: (PRINCE FAHD SPEAKING): "CERTAINLY, 

THE DOLLAR EXCHANGE RATE WILL BEGIN TO RISE NEXT MONTH. 

"TO ADVOCATE AN INCREASE IN OIL PRICES WHEN 
THE DOLLAR IS EALLING IS NOT A SOLUTION. SHOULD 
THE DOLLAR DETERIORATE TO THE LOWEST LEVEL, IT 
MEANS THE ENTIRE WORLD ECONOMY WOULD DETERIORATE 
TOO. 

"AN INCREASE IN OIL PRICES WOULD NOT AFFECT 

THE BIG COUNTRIES AS MUCH AS IT WOULD AEFECT THE 

DEVELOPING AND LIMITED-INCOME GROUP OF COUNTRIES. 

"THE BIG COUNTRIES HAVE THE RESOURCES TO PAY THE 
DIFEERENCE IN PRICE WITHOUT MUCH DIFFICULTY. 

"THE EACT IS THAT WE VIEW THINGS FROM AN INTER- 
NATIONAL STANDPOINT AND TRY TO AVOID CRISES WHICH THE 
SMALL COUNTRIES ARE UNABLE TO COPE WITH." END QUOTE. 
ACCORDING TO INTERVIEW, FAHD'S OPTIMISM ON THE DOLLAR BASED 
N MEASURES BEING TAKEN BY U.S., ERG, AND JAPAN, 

INCLUDING U.S. GOLD SALES. 

3. OPEC CONFERENCE GOT OEF TO LEISURELY START MAY 6 
IN ATMOSPHERE OF TIGHT SECURITY. MEETINGS ARE BEING 
HELD IN CLOSED SESSION AND NEWSMEN MAY NOT BE 
BRIEFED UNTIL END OF CONFERENCE, WHICH EXPECTED 
CONFIDENTIAL 
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MAY 7 EVENING. 

4. SAUDIS HAVE GIVEN NO INDICATION THAT THEY INTEND, 

DURING THE TAIE MEETING, TO SOFTEN THEIR POSITIONS 
IN EAVOR OF CONTINUING PRICE FREEZE THROUGH 1978, 

OR IN DEEENSE OF DOLLAR AS OIL PRICE DENOMINATOR. 

DOLLAR NONETHELESS APPEARS TO HAVE EMERGED AS ONE OE 
MAJOR ELEMENTS OF DISCUSSION IN SPITE OF EFFORTS TO 
DIVERT DISCUSSION INTO LONG-TERM ISSUES SUCH AS 
GOVERNMENT-COMPANY RELATIONS, INDUSTRIAL PLANNING, 

OR LONG-TERM PRICING STRATEGY. 

5. COMMENT: ALTHOUGH WE HAVE NO INSIDE SOURCES 
OF INFORMATION ON WHAT IS HAPPENING IN TAIE, IT 
SEEMS UNLIKELY TO US THAT ANY SIGNIFICANT DECISIONS 
CAN BE TAKEN. SAUDIS INTEND TO STALL OR SIDETRACK ANY 
ACTION ON PRICES OR DOLLAR LINK. WHILE THEY MAY USE 
CURRENT WEAKNESS OF OIL MARKET, GREATLY REDUCED SAUDI 
PRODUCTION (7.3 MILLION B/D IN MARCH), AND DISCOUNTING 
PRACTICES OF THEIR OPEC COLLEAGUES AS ARGUEMENTS 
AGAINST PRICE INCREASE IN 1978, WE BELIEVE SAUDIS 

WILL ATTEMPT TO STEER DISCUSSION INTO LONG-TERM 
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ISSUES ON WHICH CONFERENCE WILL BE UNABLE TO COME 
TO DECISIONS. NO RESULT, AS FAR AS THE SAG IS 

CONCERNED, WOULD BE THE BEST RESULT OE THE CONEERENCE. WILEY 
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